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China were the main travelers engaging in trade. However, during the period of colonisation from 1505 until 1948, the Portuguese, Dutch and British colonial rulers established a solid base for industry in Sri Lanka with the establishment of the Dutch-East India Company (Rathnasiri, 2003) . Later, the British followed the Dutch system, which significantly influenced Sri Lanka as it is today. They restructured the Sri Lankan economy by shifting it from a subsistence agricultural economy to a trading economy based on tea, natural rubber and spices. Meanwhile private companies incorporated from the early to late 1800s started the first Sri Lankan stock market (Rathnasiri, 2003) . Since then, the number of companies listed by the Sri Lankan stock market has grown to include local and foreign companies including the John Keells Group, Aitken Spence, Browns and Company and Hayleys Group. Rathnasiri (2003) stated that with these developments, a dual economy began to emerge in the welldeveloped corporate export based sector and the mass agricultural based subsistence sector (based in rural areas). Yet, in Sri Lanka taken as a whole, the public attitude towards doing business has not significantly changed (Rathnasiri, 2003) . stated that goods manufactured in Sri Lanka in the 1930s were mostly owned by the British and conformed to typical colonial patterns (e.g., tobacco, soap, candles, ice and soft drinks). Other industrial developments were directly geared 98 to economic activity in the plantations, largely in the public sector and consisting of workshops in the railways and public works departments. In the private sector, there were engineering workshops, which handled plantation machinery . In 1948, the British announced full total responsible status for Sri Lanka within the British Commonwealth.
Since then, private sector ownership has been transferred to the government and Sri Lanka has experienced an era of socialist-based, inward-looking development policies in which the government's ultimate responsibility was the welfare of the people. In the 1960s, all privately owned companies, including international companies (i.e. tea plantations), were nationalised due to people having lost faith in private enterprises (Rathnasiri, 2003) . In 1972 a new constitution was adopted; as a result, Sri Lanka became a republic. In 1977, the new government established an open economy policy, allowing new opportunities for potential investors. Under the new political and economic policies the Sri Lankan government promised to refresh the agricultural sector, through developing local industrial production, growing self-employment, rising local investments and savings and increased the balance of payments in the medium term (Embuldeniya, 2000) . This new package of reforms has been as a sweeping departure from tightly controlled, inward-looking, welfare-oriented economic strategy to a more liberalised, outward-looking and growth-oriented one (Central Bank, 1978 , cited in Herring, 1987 . Since this time the majority of the rural population in Sri Lanka has failed to receive the advantages anticipated by the change in government. Basic human needs, such as security, food, electricity and infrastructure (roads and telecommunications) are significantly underdeveloped. However, this is now changing due to the ongoing development programs initiated in 2003 by the present government. Another interesting observation is that there does not seem to be cohesiveness in the corporate sector as a whole, and the income distribution of the country is wide. Companies have been established in various ways due to competition and the people's interests. Conversely, people believe that companies engage in responsible business practices and if not, they campaign against them (CCC, 2005) . Evidence shows that many Sri Lankan companies include CSR in their business strategies and that it has now become an integral part of local business for a range of reasons (CCC, 2005, p. 9) .
There is no agreement, as such, on what is socially responsible behaviour in Sri Lanka. Rathnasiri (2003) argued that this is looked upon more as a set of rules and regulations to be adhered to rather than from a values and behaviour point of view (p. 197) . Voluntary adherence to a common set of norms in corporate behaviour is yet to be developed. Therefore, the CSR behaviour of the corporate sector in Sri Lanka should be understood within this context (Rathnasiri, 2003) .
The recent budget speech for the year 2012 proposed many programs for the social, environmental and economic development of the country. Considerable funds were granted to increase the activities of these three sectors. For example, under social integration, funds have been provided for the welfare of the elderly, support for low income families, the protection of women and children, conservation of wildlife and coastal preservation. This is the latest evidence that the government will encourage the development of CSR concepts. percent literacy rate in local languages, it also has high levels of English communication, which assists in globalisation. The granting of free education facilities to the entire population has made the literacy increase to 93 percent levels possible and provided opportunity for both the rich and the poor to pursue higher education. Furthermore, the midday meal 100 programme and the supply of free books and uniforms for schoolchildren are the most popular programmes launched by the Government to further enhance the welfare package, which was implemented to improve the quality of education in the country. As a result, Sri Lanka is now ranked 91 out of 169 on the 100 Human Development Index, and is one of the few low and middleincome countries that is achieving their millennium development goals (MDGs) at a national level. Sri Lanka's economy has grown at an average of 5 per cent over the past five years (Central Bank of Sri Lanka, 2010) . In 2001 the country suffered its first ever recession, resulting in shortages of electricity, budgetary problems, international delay and ongoing civil conflicts. However, these problems were resolved after the ceasefire in 2002. In addition, since the end of the terrorism problem in 2009, the Sri Lankan capital market has risen and is now among the three best-performing markets in the world. In addition the per capita income rose from US $841 to US $2,250 over the same period. However, the government has now launched its economic development and poverty alleviation programmes in which the development of small and medium businesses has been prioritized.
As a result, the government expects the country to retain macroeconomic steadiness and a regionally balanced economic growth rate. Siriwardena (2008) stated that over the next ten years, the country's per capita income level can be expected to rise to US $3,000 and the growth rate of the economy to about 6-8 percent. Since Sri Lanka's economy has shifted to an agricultural export-orientated one relying on agricultural exports to fund the service and manufacturing sectors, the service sector accounts for more than 55 percent of GDP, with only one third of the workforce being engaged in agriculture (AusAid, 2011) . that as a result of this, in 2010, the CSE was one of the best performing markets in the world. Sri Lanka's capital market has developed more rapidly and extensively in the past two years than any other period in history (Sri Lanka Market Review, 2011) . In a relatively short time-span, the capital market's role in funding and mobilising savings has become comparable to that of the highly performing Sri Lankan banking sector, firmly establishing its profile as an indicator and facilitator of growth within the Sri Lankan economy. This promising growth in the stock market has mainly been due to the stability of peace prevailing across the country after 26 years of conflict. This unique development is an optimistic sign that shows Sri Lanka`s commercial background is shifting for the better, overflowing into the national economy. Government stability has now given investors a positive outlook, which has resulted in a strong growth momentum, which has been an important factor in the capital market with continued gains in the CSR indices.
Challenges to sustainable development in Sri Lanka
Since the 2004 tsunami disaster, Sri Lanka made impressive gains in providing access to basic social services (Fernando, 2010) , resulting in significantly higher human development, in comparison to other developing countries. The human suffering experienced from the many years of armed conflict includes lost lives, disappearances, repeated displacement and dependencies on relief handouts, insecurity, fear, harassment, fragmented families and disrupted education. These circumstances have had a major negative effect on Sri Lankan society and the foundations of the social welfare of the country. These situations are no longer present as a result of the end of the war and the country is now working towards new development. However, the following social challenges also need to be overcome to better the lives of the people. 
Malnutrition
Lack of nutrition is a serious problem, particularly for children in poor areas where one in five children under the age of five years has stunted growth (underweight). Half of the Sri Lankan population does not receive the recommended minimum calorie intake and government social welfare programs do not have enough money or funding to rectify the causes of malnutrition in children, including safe water, sanitation, maternal health and childcare practices (AusAid, 2011).
Education and health
As described in Section 4.3, while Sri Lanka has publicly funded primary education for all children between the ages of six to 18, there are large differences in learning outcomes across regions. This is because the quality of primary education is patchy, with many children having poor access to qualified teachers. Furthermore, tertiary and vocational education is limited and not well aligned to the needs of the labour market. 4.5.4 Reconstruction and development Reconstruction and development are major challenges in the conflict-affected areas.
Using the Sri Lankan Central Bank report in 2010, AusAid (2011) declared that more than 100,000 homes need to be rebuilt. As a result, the Sri Lankan government is now focusing not only on education, but on building homes and increasing infrastructure in these communities.
Peace, conflict resolution and reconciliation
The 26 years of civil war were a major obstruction to sustainable development in Sri Lanka, and it affected economic growth with loss of human lives and widespread damage to property and infrastructure.
This war absorbed large amounts of resources for defence, reconstruction and rehabilitation that could have been used more productively in other sectors. As a result of this situation, the government now faces huge economic problems if it is to develop the entire country including the post-conflict areas where many people are still internally displaced.
Realisation of social well being
Social wellbeing is one of the three elements inherent for the sustainable development in Sri Lanka. General conditions of health, happiness, creativity and responsible fulfilment, health care, education, housing and urban development, safety nets, care for aged, (2005) pointed out that many established CSR activities in the Asian region can be identified as traditional community involvement and socially responsible employee relations. This situation is similar in Sri Lanka.
However, the government needs considerable funds to develop the country's infrastructure and to invest in capital projects such as maintaining roads, building highways and bridges, constructing buildings and other projects such as the provision of electricity, health care and education. Researchers (Fernando, 2010; Rathnasiri, 2003) have highlighted that the Sri Lankan companies are implementing CSR for philanthropic purposes. In addition to philanthropic responsibility, the companies should consider different CSR practices looking at global institutions. According to international CSR standards and practice, Sri Lanka needs to develop as follows:
1. Improve the quality and relevance of education at all levels and enhancing access to education; providing high quality, equitable, cost effective, modern and sustainable health care services.
2. Structure modern, high standard and well-organised infrastructure services to improve access to input and output markets (i.e., roads, railways, ports, power and safe drinking water).
3. Promote the application of modern technology and R&D to enhance competitiveness.
4. Modernise the legal and regulatory framework to promote the business environment. Government uses public funds for developing the above areas as public policy. Even though an increasing amount of funds has been devoted to these welfare activities over the past two decades, inflation, unemployment and the gap between the rich and the poor is still expanding in Sri Lanka.
The Ministry of Environment and Natural Resources (2007) has identified social, economic and environmental problems that need to be addressed, including severe land degradation, pollution and poor management of water resources, loss of biological diversity, coastal erosion, increasing scarcity of water for agriculture, inadequate facilities for waste disposal in urban areas and traffic congestion in the main cities. These problems provide an overview of the social, economic and environmental situation in Sri Lanka. To assist the government in solving these problems, it is necessary for the private sector to contribute to social welfare, in addition to the payment of their taxation levies. The people, employees and customers also indirectly affect the stability and growth of the private sector (Porter & Kramer, 2002) . Social and environmental projects could easily be implemented by the private sector to assist in sustainable development of the country.
Corporate structure in Sri Lanka
The present study relates to the publicly listed companies in Sri Lanka. 
Evidence of corporate social responsibility in Sri Lanka
Recently, CSR has become a topic of discussion in the Sri Lankan externally focused approaches, and internal policy level approaches (Kumar et al., 2002; Rathnasiri, 2003) . External CSR approaches focus on the public and carrying out public awareness programmes. These include initiatives to provide better working conditions for employees, gender equality, equal opportunities, waste treatment, truth in advertising, preserving immediate environment and ethical dealings (Rathnasiri, 2003) . However, the evidence available on CSR in Sri Lanka suggests that the traditional profit-maximising view is still prevalent according to Rathnasiri (2003) . It appears that knowledge and understanding of CSR is limited in Sri Lankan organisations. Ariyabandu and Hulangamuwa (2002) have shown that four categories of CSR activities been formed in Sri Lanka. These were initiated by private sector organisations and include donations, environmental protection, community responsiveness and corporate sponsorships.
According to these authors, donations were given by companies to support community service projects. These contributed towards food, clothing and shelter for the poor, gives assistance for surgical operations and towards relief in times of disasters such as floods, landslides and droughts. It is also instrumental in the homes 109 for elderly people, which was built by the organisation' (Ariyabandu & Hulangamuwa, 2002) . Generally, company operational activities have an adverse impact on the environment, and hence they engage in environmental protection activities. Ariyabandu and Hulangamuwa (2002) showed that companies engaged in ongoing coast conservation projects, anti-pollution programs (river and air pollution), eco-friendly business (solar water heaters, industrial safety equipment, effluent treatment chemicals and specialised plastic bottles), and soil International Alert (2005) found the majority of companies in Sri
Lanka would like to apply the concept of CSR; however, they have no clear guiding principles to follow. They also stated that companies genuinely want to contribute to society by improving the quality of life of people; therefore, they practice CSR. However, if the corporate sector is genuinely interested in investing in CSR projects they should address the real issues of Sri Lankan society with a rational approach for this to be more effective and fruitful (Fernando, 2010; Rathnasiri, 2002; International Alert, 2005) . These social issues include the alleviation of poverty, health, education, employee and consumer rights and environmental problems. 
The STING Consultants
The STING consultants (2002) STING compiled a database of sustainability reports based on the GRI guidelines that have been published by local companies to date.
The Sri Lanka Red Cross Society (SLRCS)
The Sri 
The Ministry of Health
The vision of the Ministry of Health for Sri Lanka is a healthier nation that contributes to its economic, social, mental and spiritual development'. Under this vision the ministry aims to empower the community for maintaining and promoting their health, to improve comprehensive health services delivery and health actions, to strengthen stewardship and management functions, to improve the management of human. In addition, that they have introduced the following sub-objectives to achieve these goals: 
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The implementation of these laws has been the task of the Department.
In addition, the Department has also been involved in activities such as worker education, human resources placement, labour market information, social dialogue and monitoring complaints and the social development and quality of work life (Department of Labour, 2011).
In addition to observing these welfare and employee protection laws, many 121 organisations in Sri Lanka practise a variety of social activities as will be explained in Chapters 7 and 8.
The Central Environmental Authority
The Central Environmental Authority (CEA) was established in Therefore, it is necessary to establish standards and guidelines for CSR in the Sri Lankan context (Rathnasiri, 2003; Fernando, 2010) .
Accepted measurement standards will enable the development of a rating system based on specific industries.
